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new investment market had now assumed a highly speculative
character. The Federal Reserve authorities commenced in a
somewhat fitful manner to restrict credit.

The stock market collapse of 1929

In September 1929 there was an almost general loss of
confidence throughout the United States. A collapse of stock-
market prices was accompanied by a rapid shrinkage of produc-
tion throughout the country. During 1930 and the first half of
1931, commodity and industrial share prices fell in a succession
of waves, the crest of each being below that of its predecessor.
The international character of the investment market caused
simultaneous collapses upon all the bourses of the world, and
failure of confidence accompanied by falling commodity prices
was an outstanding phenomenon in every country.

By the summer of 1931 the banks of central Europe, their
funds locked up in mortgages and loans to failing industries,
were in serious difficulties. The German banks were saved from
complete suspension of payment by a 'standstill' arrangement,
under which foreign banks and financial houses agreed not to
demand payment for a definite period of their short-dated loans
to German institutions. By this plan and by a severe restriction
of imports and of the efflux of money Germany clung tena-
ciously to the gold standard. Her people still had vivid recollec-
tions of 1923. Similar exchange restrictions sprang up in many
other countries whose gold reserves were threatened, and inter-
national trade shrunk in consequence to a mere shadow of its
former self. In June 1931 Mr. Hoover, President of the United
States, proposed a moratorium of one year for all the inter-
governmental debts, including Reparations. There was a
momentary revival of confidence and prices moved upwards;
but the delay on the part of France in accepting the plan
completely nullified the good effects.

Breakdown of the gold standard

Great Britain's suspension of the gold standard in September
1931 was accompanied by that of the Scandinavian countries